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Attachment 4.19-A
Page 6b

STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: MICHIGAN

METHODS OF PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES

Data for current wage adjustors are taken from hospital cost reporting periods ending between
October 1, 1994 and September 30, 1995. Factors from the following table will be used to
neutralize for inflationary differences. The Adjustors represent the employee cost component of the
Data Resources, Inc. PPS - Type Hospital Market Basket Index (first Quarter of 1996).

FYE Wage Data Inflation
12/31/94 1.019
-03/31/95 1.012
06/30/95 1.006
09/30/95 1.000

For hospitals with cost reporting periods ending other than the end of a quarter, the inflation update
for the quarter in which the fiscal year ends will be used.

e Remove indirect medical education charges by dividing an adjustor for indiect education of :

((1+ Interns & Residents)(,,ms 1)x0.715)
Beds
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State  Michigan

METHODS FOR PAYMENT OF REASONABLE COSTS -
INPATIENT HOSPITAL SERVICES

C. Inflation
10/01/96 The inflation factors used to bring DRG prices from the base period (hospital fiscal years
ending between October 1, 1991, and September 30, 1992) to FYE 1997. Inflation will be
computed using the first quarter 1996 Data Resources, Inc. PPS-Type Hospital Market
Basket index. Current rates from that index are as follows. For hospitals with cost
reporting periods ending other than the end of a quarter, the inflation update for the
closest FYE quarter will be used.
FYE to FYE to FYE to FYE to FYE to FYE to FYE
92 93 94 95 96 97
12/31/91 1.025 1.030 1.025 1.030 1.027 1.027
3/31/92 1.018 1.030 1.025 1.030 1.027 1.027
6/30/92 1.011 1.030 1.025 1.030 1.027 1.027
9/30/92 1.000 1.030 1.025 1.030 1.027 1.027
The inflation factors used to bring per diem rates from the base period (hospital fiscal
years ending between October 1, 1992, and September 30, 1993) to FYE 1997 are as
follows: inflation will be computed using the first quarter 1996 Data Resources, Inc. PPS-
Type Hospital Market Basket index. Current rates from that index are as follows. For
hospitals with cost reporting periods ending other than the end of a quarter, the inflation
update for the closest FYE will be used.
FYE to FYE 93 to FYE 94 to FYE 95 to FYE 96 to FYE 97
12/31/92 1.021 1.025 1.030 1.027 1.027
3/31/93 1.013 1.025 1.030 1.027 1.027
6/30/93 1.006 1.025 1.030 1.027 1.027
9/30/93 1.000 1.025 1.030 1.027 1.027
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